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AUG 0 1 1923 

Wc have ccnsidered your a p p l i c a t i . o n  fllr recocjnition, of  e:<onption froin federal  
income tax undcr sectjon 50% rc: (1) of t h e  Tnturnsl Resenuo Code. 

The a v i d e n r e  submitted i n d i c a t e <  t h a t  y ~ u  ::ere i n c ~ r ~ o r a t e d  u n d e r  the I a ~ s  af 
* * * *************  ** ******** cii ***** ********, to srbcnsor anrl 1jrornoi:e the 
iri?liarc of 511 brscds  of c s t s .  c .3  h o l d  c a t  shc.:ls and promcltr intarest i f i  t h i .  
I : n a ~ . i l e d g ~  af a l l  brc .cds  of ? a t s .  to  c u l t i t : ? t ~  f r i e n d s h i p  among and promote t h i ;  
interest of @~rriEI:s, f F i r ~ i i ~ f ~  arid trecdcrs c ~ f  c a t s ,  to Qniouraoe h r f i c d i n c  
t u l ~ a r d  the ACFA S t d n d a r d  of P c r f e ~ t i c ~ t i  and gtrfccurage thr: rfigistratiorr of c a t s  
v i t h  ACFX and t~ ptirr~lote and encauraqf., k i n d s c l s s  t o  a l l  a n i w a l s  and a s s i s t  in 
the pre..?ontion of cruelty and mal-treatpent of animals. 

Sour sole a c t i v i t y  has k e n  the sponsoring of several  cat s h o ? ~ s .  The purpose 
of these s h o ~ ~ s  is t o  bring i n t o  t h e  area nany d i f f e r e n t  breeds of c a t s  for the 
purpase of educating tho general public about the various breeds, 3s :+el1 ne 
th3j.r proper care. The shows are designed tc: promote better  care.  h e a l t l ~  and 
nutrition, prornste neuterinu and spayinq through educational shows. 

Fees are charged for ~ n t r i e s  i n  t h s  rhow. The genura l  p t i b l i c  i s  encouraged to  
participate i n  these shows and is also chsrqed a f u a  for p a r t i c i p a t i o n  i n  
these events .  Other irtctrmc- to ycur o r g a n i z a t i o n  cort~es f ram membership dues. 

During the period ******* ********  through ****** ******** you shov incomc in 
the amount of $*** * * * .  You hava a l s o  s t a t e d  t h a t  $****9 01 t h i v  amount was 
received from non-nember inccime. 

S e c t i o n  501!c! ( 7 )  of thc Internal Revanue Cede e:sempts from federal, inco~m 
t a x ,  clubs o r g a n i t ~ d  f o r  plzasure ,  recreation, a n d  othsr nongrof i tab la  
purposes, substantially all of the activities of nhich are for such purposes 
and no part  of the  n e t  earnings of vhich inure t o  t h a  bsnsfit of any private  
s h a r e h c ~ l d e r  . 
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****************************** 
************

Section 1.501 (cl !7) -1 of the Income TRX Regulations provides as foll.ows: 

( a )  The exemption provided by ssct5,on 501(a) for organizations fiescribed 
in section SOl{c) (7'1 applies only to clubs which are organized and 
operated exclusively for pleasure, recreation, and other nonprafitable 
purposes, but does not apply to any club if any part of its net 
earning inures to the benaf i t  of'any prirrate shareholder. In general 
this f-xenption extends to social and recreation clubs which are 
supported solely by membership fees, duos and aaaeasrnents. However, a 
club otherwise entitled to exemption will not be disqualified because 
it ra i se s  revenue from wembers through the use of club facilities or 
in connection with club activities, 

(b} A club which engaged in business. such as taking Its social and 
recreational facilities available t o  the general p u b l i c  is not 
organize6 and operated exclusively for plaasure, recreation, and other 
nonprofitablo purposes, and is not exempt undar section 501!a). 
Solicitation by advertisement or otherwise for public patronage of 
its facilities is p t i w a  facie evidence that the club is engsqing in 
business and is not being operated exclusi?sly for pleasurs ,  
recreation, or social purposes. 

Public Law 94-568 as explained in Senate Report No. 94-1318, published in 
Cumulative Bulletin 1936-2, page 597, provides that a club exempt from 
taxation and described in section SOlIc!!?) is to be p~rmitted to receive up 
to 35 percent of its gross receipts from a combination of investment income 
and receipts from non-ambers Ibrorn the use of its facilities of services) so 
long as the latter do not represent more than 15 percent of the total 
receipts. It is further stated that if an organization exceeds these limits, 
all of the facts and circumstances must be considered in determining whether 
the organization qualifies for exempt status. 

Revenue Ruling 71-421, 1971-2 C . B . ,  22, concerns a national dcg club that i a  
limited to owners of a specific purebred dog. The club provides facilities 
and trainers for the conduct of obedience clasaes, Classes are conducted for 
members and their dogs in sporting and show events, Trial competitions are 
held and judges ~onluate the performance of tho dogs. An annual dog show is 
conducted by the organization under the auspices of the national club. This 
revenue ruling holds that this organization is organized and operated 
primarily for the benefit, pleasure and recreation of its members and 
qualifies for exemption undar section 501CcIf7i as long as its non-member 
incoae fa119 within the 15 percent limit zlloned By this section. 



**********************  *******  
************

Unlike the organizat!.,~~ cited in Revenue Ruling 71-421, your organization 
appears to have almost ****  percent of its income coming from non-member 
sources. Therefore, on the b a s i s  of tbe,evldence submitted, tte hold that you 

- do not qualify for exemption since your income from non-member sources exceeds 
t h e  limits permitted by section 5 0 1 i c )  { ? I .  

Since you do not q u a l i f y  for exemption under this section, you are a taxable 
entity and are required to  f i l e  federal income tax ratarns on Form 1120. 

If you do not agree vith our determination, you may request consideration of 
this matter hy the Office of Regional Director of Appeals. To do this, you 
should file a written appeal as explained in the  enclosed Publication 892. 
Your appeal should give the f a c t s ,  laws and any ather information to support 
your position. If you want a hearing, please request it when you f i l e  your 
appaal and you  ill be contacted to arrangr a data, The hearing may be held 
a t  the regional office, or, if you request, at any mutually convaniont 
district office. If you will be rapresented by someone who is not one of your 
principal officars, that  person #ill need t o  file a power of attornay or tax 
information authosiz~tion with US. 

If you do not appeal this determination within 30 days from the date  of this 
latter, as 2xplaine3 i n  Puhlicstion 5 9 2 ,  this letter will become our final 
determination on this matter. 

Sincerely yours, 

********** 
District Director 

Enclos~re: Publication 892 


